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-INTRODUCTION

On August 17, 1990, in accordance with sections 131, 503, and 504
of the Trade Act of 1974 and section 332(g) of the Tariff Act of 1930,
and pursuant to the authority delegated to the United States Trade
Representative. (USTR) by the President through Executive Order 11846, as
amended, the USTR requested advice (see app. A) related to the U.S.
Generalized System of Preferences (GSP) as follows:

(1) pursuant to sections 503(a) and 131(a) of the Trade Act, of
1974 (19 U.s.C. 2151(b) and 2463(a)), advice with respect to
each article listed in part A of the annex to the USTR request,
as to the probable economic effect on U.S. industries producing
like or directly competitive articles and on consumers of the
elimination of U.S. import duties under the GSP. The USTR
requested that the Commission, in providing its advice, assume
that benefits of the GSP would not apply to imports that would
be excluded from receiving such benefits by virtue of the
competitive-need limits specified in section 504(c) (1) of the
1974 act (except as noted for Mexico with respect to articles
included under Harmonized Tariff Schedule (HTS) subheadings
0710.80.95(pt.), 0710.80.9530, 2917.37.00, and 7901.11.00 and
for Poland with respect to articles included under HTS
subheading 1602.41.20).

(2) pursuant to section 332(g) of the Tariff Act of 1930 (19 U.S.C.
1332(g))--

(a) advice as to the probable economic effect on domestic
industries producing like or directly competitive articles
and on consumers of the removal of the articles listed in
part B of the annex to the USTR request from eligibility
for duty-free treatment under the GSP;

(b) advice in accordance with section 504(c) (3) (A) (i) of the
Trade Act of 1974, as to the probable economic effect on
domestic industries producing like or directly competitive
articles and on consumers of waiving the competitive-need
limits for countries specified with respect to the articles
listed in part C of the annex to the USTR request;



(c¢) advice as to the probable economic effect on domestic
industries producing like or directly competitive articles
and on consumers of restoring the competitive-need limits
specified in section 504(c) (1) of the 1974 act for Mexico
with respect to the articles included under HTS subheadings
8414.59.80 and 8507.90.40, all of the foregoing articles
for which Mexico currently is subject to the reduced
competitive-need limits specified in section 504(c) (2) (B)
of the 1974 act; and

(d) advice in accordance with section 504(d) of the Trade Act
of 1974, which exempts from one of the competitive-need
limits in section 504(c) of the act articles for which no
like or directly competitive article was being produced in
the United States on January 3, 1985, as to whether
products like or directly competitive with the articles in
part A of the annex of the USTR request were being produced
in the United States on January 3, 1985.

In response to the USTR request, the Commission on August 28, 1990,
instituted Investigations Nos. TA-503(a)-21 and 332-295 for the purpose
of obtaining, to the extént practicable, information for use in
connection with the preparation of advice requested by the USTR.!

! On October 5, 1990, the USTR notified the Commission of the withdrawal of
HTS subheadlng 2922. 42 10 from the list of articles for which probable
economic effect advice was requested.




The Commission notice of investigation and hearing is contained in
appendix B.2 A public hearing in connection with the investigation was
held in the Commission hearing room, 500 E Street SW., Washington, DC
20436, on October 2 and 3, 1990. All interested parties were afforded

an opportunity to appear by counsel or in person, to present
information, and to be heard.?

2 The following Federal Register notices were issued by the Commission
and the USTR related to Investigations Nos. TA-503(a)-21 and 332-295:

Date Notice = Subject

Aug. 24, 1990 55 F.R. 34878 USTR notice of annual

GSP review
Sept. 6, 1990 55 F.R. 36707 Notice of ITC

investigation and
hearing

Sept. 12, 1990 55 F.R. 37577 Correction of effective
date

3 A list of witnesses who appeared at the Commission hearing is
contained in app. C.







PRESENTATION OF PROBABLE ECONOMIC EFFECT ADVICE

In response to the USTR request for probable economic effect
advice, the Commission determined that an appropriate format for such an
analysis would be commodity digests, each digest dealing with the effect
of tariff modifications on a specific HTS subheading or on a group of
several closely related HTS subheadings. In the latter case, advice is
given both for the group as a whole and for each individual subheading.

To provide a factual basis for the Commission's advice, each
digest contains the following sections:

I. Introduction
IT. U.S. market profile
III. GSP import situation, -1989
IV. Competitiveness profiles, GSP suppliers
V. Position of interested parties
VI. Summary of probable economic effects
«e. U.S. import/export tables

. 1. Introduction.--This section provides basic information on the
item, including description and uses, rate of duty, and an indication of
whether there was U.S. production of the item on January 3, 1985.

II. U.S. market profile.--This section provides information on
U.S. producers, employment, shipments, exports, imports, consumption,
import market share, and capacity utilization. Where exact information
is not obtainable, the best available estimates are provided.

IIT. GSP import situation, 1989.--This section provides 1989 U.S.

import data, including the world total and certain GSP country-specific
data. Individual GSP country data are provided for the top four GSP
suppliers during 1989 as well as for any additional GSP country proposed
for a "waiver." Hong Kong, Korea, Taiwan, and Singapore are not
classified as GSP countries in this report. Although these countries
were eligible for GSP treatment during 1985-88, they were "graduated" on
January 1, 1989, and are no longer eligible for GSP benefits.

IV, Competitiveness profiles.--This section provides background
information on GSP supplier countries that are (1) the most significant

sources, (2) likely to emerge as significant suppliers as a result of
the GSP modification, and/or (3) affected by changes in eligibility as a



result of the modification. Information is provided on the level and
significance of the country as a supplier, the elasticities of supply
and demand for imports from the country,® and the price and quality of
imports compared with U.S. and other foreign products.

V. Position of interested parties.--This section provides brief
summaries of written submissions and testimony from interested parties.

VI. Summary of probable economic effects.--This section provides
advice on the short-to-near-term (1-5 years, 1991-95) impact of the
proposed GSP-eligibility modifications in three areas: (1) U.S.
imports, (2) U.S. industry, and (3) U.S. consumers. The probable
economic effect advice, to a degree, integrates and summarizes the data
provided in sections I-V of the digests with particular emphasis on the
price sensitivity of import supply and demand. Thus, for example, if
the price elasticity of demand in the United States and the price
elasticity of supply in the exporting beneficiary country are both
relatively high, elimination of even a moderate-level tariff suggests
the possibility of large import increases from the beneficiary country.
Appendix D provides a brief textual and graphic presentation of the
types of trade shifts that can result from modification of GSP
eligibility for the case where the domestic product and imports from all
countries are perfect substitutes. For the products in this report, it
is not possible to project such trade shifts precisely.

It should be noted that the probable economic effect advice with
respect to changes in import levels is presented in terms of the degree
to which GSP modifications will affect U.S. trade levels with the world.
Consequently, although U.S. imports of a particular product from GSP
beneficiaries may change significantly, if GSP beneficiaries supply a
very small share of total U.S. imports of that product or if imports
from beneficiaries readily substitute for imports from developed
countries, the overall effect on U.S. imports could be minimal.

4 Price elasticity is a measure of the changes in quantity that are
brought about as a result of changes in price. The guidelines used for
both supply and demand are as follows: The elasticity is low when the
percentage change in quantity is less than the percentage change in
price; moderate when it is between 1 and 2 times the percentage change
in price; and, high when it is greater than 2 times the percentage
change in price. It should be noted that the elasticity levels ("low,
moderate, and high") are only estimates, and are not based on empirical
research on the various products under consideration.



1}

The digests contain a coded summary of the probable economic effect
advice. The coding scheme is shown below:

FOR "ADDITION," "WAIVER," AND "FULL COMPETITIVE NEED LIMITS" DIGESTS:

Level of total U.S. imports:

Code A:
Code B:
Code C:
Code N:

Little or no increase (5 percent or less).
Moderate increase (6 to 15 percent). '
Significant increase (over 15 percent).

No impact

Impact on the U.S. industry and employment:

Code A:
Code B:

Code C:

Code N:

Little or negligible adverse impact.

Significant adverse impact (significant proportion of
workers unemployed, declines in output and profit
levels, firms depart; effects on some segments of the
industry may be substantial if the adverse effect is not
felt industrywide).

Substantial adverse impact (substantial unemployment,
widespread idling of productive facilities, substantial
declines in profit levels; effects felt by the entire
industry).

No impact.

Benefit derived by the U.S. consumer:’

Code A:

Code B:

Code C:

Code N:

The bulk of duty savings (greater than 75 percent) is
expected to be absorbed by the foreign suppliers. The
price U.S. consumers pay is not expected to fall
significantly (by less than 25 percent of the duty
reduction).

Duty savings are expected to benefit both the foreign
suppliers and the domestic consumer (neither one
receiving more than 75 percent of the savings).

The bulk of duty savings (greater than 75 percent) is
expected to benefit the U.S. consumer.

No impact.

* The "U.S. consumer" may be a firm/person receiving an intermediate
good for further processing or an end user in case of a final good.



FOR "REMOVAL" DIGESTS:

Level of total U.S. imports:

Code
Code
Code
Code
Impact

Code
Code

Code

Code

Impact
Code

Code

Code

Code

X:

N:

Little or no decrease (0 to 5 percent).
Moderate decrease (6 to 15 percent).
Significant decrease (over 15 percent).
No impact.

the U.S. industry and employment:

Little or negligible beneficial impact.

Significant beneficial impact (significant number of
additional workers employed; increases in output;
increases in profit levels; new firms; but beneficial
impact not industrywide).

Substantial beneficial impact (substantial increase in
employment; widespread increased production; substantial
increases in profit levels; beneficial impact on the
industry as a whole).

No impact

the U.S. consumer:®

The bulk of the duty increase (greater than 75 percent)
is expected to be absorbed by the foreign suppliers.

The duty increase is expected to increase costs to both
the foreign suppliers and the domestic consumer (neither
absorbing more than 75 percent of the cost).

The bulk of the duty increase (greater than 75 percent)
is expected to be passed on to the U.S. consumer.

None

In using the probable economic effect advice, one should consider

several important factors.

The HTS trade data for 1985-1988 used in the

investigation were developed by the Commission by converting official
TSUSA import statistics and Schedule B export statistics to the HTS
format using Commission-developed concordances between the

TSUSA/Schedule B systems and the HTS.

As a general observation, data

that are developed under one system and subsequently translated and

presented in another should be viewed with some caution.

Such caution

is recommended in this investigation because of fundamental differences
in structure and classification concepts between the HTS and the

TSUSA/Schedule B.

Although the Commission believes that it has solved

¢ The "U.S. consumer" may be a firm/person receiving an intermediate
good for further processing or an end user in case of a final good.

8



the great majority of the technical problems in converting trade data
from one format to another, basic differences between the two systems
make precise conversion of data impossible in many instances.

Further, confidence in available data and data estimates often
varies by product and by type of information. To give the report user
some indication of the degree of confidence in data provided in the
digests, the Commission uses the following coding system.

No code = Response based on complete or almost complete
information/data adequate for a high degree of
confidence.

* = Based on partial information/data adequate for

estimation with a moderately high degree of
confidence (e.g., *5, *X).

Based on limited information/data adequate for
estimation with a moderate degree of confidence
(e.g., **5).

Not available.

*%

)

]

The probable economic effect advice for U.S. imports and the
domestic industry are estimates of what is expected in the future with
the proposed change in GSP eligibility compared to what is expected
without it. That is, the estimated effects are independent of and in
addition to any changes that will otherwise occur. Although a number of
factors, such as exchange rate changes, relative inflation rates, and
relative rates of economic growth could have a significant effect on
imports, these other factors are not within the scope of the USTR
request.






Probable Economic Effect Digest Locator and Overview

Note.--In this report, the digests follow the sequential order of the

first HTS subheading, listed in pages 13 to 21. This listing provides
the following information on the individual digests: a digest title,

name of petitioner(s), probable economic effect codes, col. 1 rate of

duty or AVE, existence of U.S. production on January 3, 1985, and the

assigned Commission trade analyst.

11
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DIGEST NO. 0202.2(.20
FROZEN, BONELESS, HIGH-QUALiTY BEEF CUTS




Digest No.

0202.30.20
Frozen, Boneless, High-quality Beef Cuts
I. Introduction
_X_ Addition to GSP ___ Removal from GSP _____ Competitive-necd-limit waiver
Article Probable
Col. 1 produced in effects
rate of the United on U.S.
HTS duty States on imports/
subheadings Short description (1/1/90) Jan. 3, 19852 production
Percent
ad valoren
0202.30.20 Frozen, boneless, high-quality 4.0% Yes *ekk
beef cuts

Description and uses.--High quality beef cuts are those that are specially processed into fancy
cuts, special shapes, or otherwise made ready for particular uses by the retail consumer (but not
ground or comminuted, diced or cut into sizes for stew meat or similar uses, or rolled or skewered).
High quality beef cuts meet the specifications in regulations issued by the U.S. Department of
Agriculture for Prime or Choice beef, and which have been so certified prior to exportation by an
official of the government of the exporting country, in accordance with regulations issued by the
Secretary of the Treasury after consultation with the Secretary of Agriculture. The articles
included herein must also be boneless and frozen.
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0202.30.20
II. U.S. market profile
Profile of U.S. industry and market, 1985-891
Percentage
change,
198820ver
Jtem 1985 1986 1987 1988 1985 1989
Producers (number).............. **Zg falal’s *%2 *%2 ot *%2!
Employment (1,000 employees).... ** () ** () ** (%) xh(T)  wwo ()
Shipments (1,000 dollars)....... **65,866 **64,809 **72,170 **77,538 *x4 *"79,92{
Exports (1,000 dollars)......... 9,234 8,241 9,055 15,351.5 18 ()
Imports (1,000 dollars)......... A 375 8’ 62°  149° 9,060
Consumption (1,000 dollars)..... **56,636 **56,605 **63,123 **62,246 x*3 (%
Import-to-consumption ratio 7 7
(percent)...cveeeennnnnnnnnn. xa? w7 *x *% - )
Capacity utilization (percent).. **85 **85 **85 **85 - **85

Yrade data for 1985-1988 were converted from the TSUSA import statistics and Schedule B export
statistics to the HTS. Because of the fundamental difference between the HTS classification system
and the TSUSA/Schedule B, trade data for 1985-1988 may not be directly comparable with HTS trade
ata for 1989.

gThis figure represents the average annual rate of change during 1985-1988.

3Less than 500.

R
.

"’Estimated by the staff of the U.S. International Trade Commission from official statistics of the
g.s. Department of Commerce.

***, Based on a level of exports comparable to that of 1988, U.S. consumption in 1989 would have
9een **¢74 million.

Less than 0.5 percent.

8ot avai lable, but estimated to be **12 percent, based on a level of exports comparable to that of
1988.

Comment. --Although the domestic market for high-quality beef cuts has increased in recent years
with concerns about health, data are not available on the share of such product that is frozen and
boneless. The sharp increase in imports from 1988 to 1989 is largely the result of the emergence of
the Dominican Republic as a supplier to the U.S. market. A meat processing facility, specializing
in high quality beef, processed meats, and hams and sausages, opened in that country during October
1988. Much of the product from that plant is marketed in the United States. Also, as a result of
high domestic prices, purchases of high quality beef in Guatemala have declined, with the surplus
being marketed to the United States in frozen form. Prior to 1989, Canada was the leading foreign
supplier of frozen, boneless high quality beef cuts to the U.S. market.
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0202.30.20
1I1. GSP import situation, 1989
U.S. imports and share of U.S. consumption, 1989
Percent Percent Percent
of total of GSP of U.S.
Item _Imports imports imports consumption
1,000 . o
dollars
TOtaleeeuuneeerenennes e 9,060 100 - L V2
Imports from GSP countries: L
Total...covvvennne ceeseenenen 8,995 99 100 **12
Guatemala®.........eevvnnnnnnnnn 4,056 45 45 *xgl
Dominican Republic2 ............. 3,968 44 4b xxg1
EL Salvador?............ R 971 1 1 #xq1

lgased on a level of exports comparable to that of 1988, U.S. consumption in 1989 is estimated to
gave been **$74 million.

Such imports are eligible for duty-free entry under the CBERA

Note. --Because of rounding, figures may not add to the totals shown.

Comment. --Based on a level of exports comparable to that of 1988, imports supplied roughly
**12 percent of domestic consumption of frozen, boneless high-quality beef cuts in 1989. During
1985-88, imports supplied only **1 percent annually. The sharp increase in the share of consumption
supplied by imports was the result of the emergence of. the Dominican Republic and Guatemala as major
foreign suppliers to the U.S. market. In 1989, Guatemala and the Dominican Republic were the
leading suppliers, supplying 45 percent and 44 percent, respectively, of total imports. Most ,
boneless beef cuts are of lower (manufacturing) grade and imported fresh, chilled, often for further
processing. Imports of frozen, boneless high-quality beef cuts accounted for only 7 percent of
total boneless beef imports in 1989. Imports of frozen, boneless high quality beef cuts compete in
the U.S. market with similar U.S. and foreign products and with fresh and chilled high quality
boneless beef cuts. The staff of the Commission estimates that in 1989, U.S. producers manufactured
**x¢1.6 billion worth of boneless, high quality beef cuts. of that amount, the staff of the
Commission estimates that no more than 5 percent was frozen. Because of the need to import high
quality beef cuts in a frozen form to prevent spoilage, U.S. producers can deliver the product to
the market at considerably lower cost by generally not having to freeze the product.
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IV. Competitiveness profiles, GSP suppliers
Competitiveness indicators for Guatemala for all digest products
Ranking as a U.S. import supplier, 1989..........coiiiiiiiiiiiiiiiinne, 1
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?................ Yes X No __
what is the pr'uce elasticity of U.S. demand?........covvivvnninenana.. High _X Moderate ___ Low __
Can production in the country be easily expanded or contracted
in the Short term?. ...t iiiiiiieeaneeanereeoaeaassssssssseosascassssssssscnens Yes ___ No _X
Does the country have significant export markets besides the
United STateS?. . iuuiiiteerierenunnsseoecsasseseonaassassascsssosssosansssesnnnes Yes X No __
Could exports from the country be readily redistributed among
its foreign export MAPKEES 2. ot itieeeeneeroseaseonenanescnssssassoassnnnaansansss Yes X_ No __
What is the price elasticity of import supply?........coeveiinnnnnnn. High ___ Moderate _X_Llow __
Price level compared with--
U.S. ProdUCES. .o ovetttieinnenreeresennnnnsasnsasssssossosscssans Above _X_Equivalent ___ Below __
Other foreign ProduCtS......cceeeeeniienrennnneeraesssoosonssans Above ___ Equivalent ___ Below _X
Quality compared with--
U.S. ProduCES. .. covveerreneresnnnssesensssssscncscscsssssannons Above ____ Equivalent ___ Below _X
Other foreign ProduCtS.......cveeeerrreeneensnesaassessncncssens Above ___ Equivalent _X_Below __

Comment.--U.S. imports of frozen, boneless high-quality beef from Guatemala are primarily
specialty items believed to be sold in specialty retail shops. Imports of such products from
Guatemala are eligible for duty-free entry under the CBERA. Guatemala did not supply imports of
frozen, boneless high-quality beef cuts to the United States during 1985-88.

Competitiveness indicators for the Dominican Republic for all digest products

Ranking as a U.S. import supplier, 1989.......ciiuiiiiiinniniiicnanns veee. _2
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?............... Yes X No ___
what is the pr'tce elasticity of U.S. demend?.......ccevvivevennnnnnnns High _X Moderate ___ Low ___
Can production in the country be easily expanded or contracted in
the ShOrt term?. ... .ciuteeereeeentetennnecnceanssssansnns Ceressesteietteatteanne Yes ___ No _X_
Does the country have significant export markets bes\des the
United STAteS?....cuuueuneeeaeonesseseaceacosssscssesssassssssssasssassssnnnnns Yes _X_ No ___
Could exports from the country be readily redmstrlbuted among
its foreign export markets?.......ccoeiiieverineeceasccsnesneasnns cerestenssanaas Yes X No ___
what is the price elasticity of import supply?.......ccoceveennnnns . High ___ Moderate _X_low ___
Price level compared with--
U.S. produCtsS....cccveeeeeecceesocasssccssncsanes feerecesesnanen Above _X Equivalent ___ Below ___
Other foreign products............... feececiescaesiessecsnanens Above ____ Equivalent ___ Below _X_
Quality compared with--
U.S. ProduCES. . .vvvirieiieeaesreeenensenasnacsasosnnnccscssnasns Above ___ Equivalent ___ Below _X_
Other foreign products........ccoveeveeineneanns fetececsteeeeees Above ___ Equivalent _X Below ___

Comment.--U.S. imports of frozen, boneless high-quality beef from the Dominican Republic are
primarily specialty items believed to be sold in specialty retail shops. Imports of such products
from the Dominican Republic are eligible for duty-free entry under the CBERA. The Dominican
Republic did not supply imports of frozen, boneless high-quality beef cuts to the United States
during 1985-88.
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IV. Competitiveness profiles, GSP suppliers--Continued
Competitiveness indicators for Hungary for all digest products
Ranking as a U.S. import supplier, 1989......cciiiiiiiiiiiiiiiiiennnnnnns &)
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?............... Yes _X_ No ___
What is the prlce elasticity of U.S. demand?.........ccovivveennnn. . High ___ Moderate ___ Low ___
Can production in the country be easily expanded or contracted in
the short term?....c.iviiiieeinieeiiirereiineerncennonennns Ceeteraeetencesatenas Yes X_ No ___
Does the country have significant export markets besides the
United States?..... T ceesneens .. Yes X No ___
Could exports from the country be readily red1str1buted among
its foreign export MArKeLS?. civeernrnnecesneseronsensenns ebeeceeenesteraetenan . Yes _X_ No ___
What is the price elasticity of import supply?........cccviivneennn. High ___ Moderate — low ___
Price level compared with--
U.S. ProdUCES..ciuieeereecorsseeceserosnssacesnsseascnsnnssnnnes Above _X _Equivalent ___ Below
Other foreign products........cevveieniiiieneniieraneeeneennnnes Above ___ Equivalent ___ Below x
Quality compared with--
U.S. products...cocceeeerencecoccainennns ceeeneaae Ceeerenesnaas Above ___ Equivalent _1(_ Below ___
Other foreign products....... e eeeeicenssitaans Ceerereereranaes Above ___ Equivalent _X_Below ___

1Mungary did not supply imports of frozen, boneless high-quality beef cuts to the United States
during 1989.

Comment.--Although the United States did not import such products from Hungary in 1989, the
quality of the products meet the requirements of the EEC. The petitioners have initiated with the
U.S. Department of Agriculture the inspection of cattle slaughterhouses, with adequate cold-storage
facilities.

Competitiveness indicators for all GSP countries and for all digest products

Price elasticity:

Can the U.S. purchaser easily shift among this and other suppliers?............... Yes X_ No ___
what is the price elasticity of U.S. demand?............. eeterennas High _X _Moderate ___ Low _ _
Can production in the country be easily expanded or contracted
in the short term?................ Ceeeeesenecsteteananas N eesses. Yes X No ___
Does the country have significant export markets besldes the .
United States?....iiieiiiriieiereeeeeertonesasonsenncnsssaneannens cereenes cees. Yes X No ____
Could exports from the country be readi ly rechstrlbuted among
its foreign export markets?.......c.oviiieiiiiiiiiniiiiiiiiiieienirieeiciienanns . Yes _X_ No ___
What is the price elasticity of import supply?...... Cetiieseieaanees H1gh _X_ Moderate ___ Low -
Price level compared with--
U.S. ProduCtS. . coiiieeereiereereasocssssssascescasessssssassnss Above _X_Equivalent ___ Below ___
Other foreign products.......cceeeveiiecresneeeencsscecocscsnnes Above ____ Equivalent L Below ___
Quality compared with--
U.S. ProduCtS...cueiiieeeeeieeniiiinesesosenoncaanans veseee.... Above ___ Equivalent _X Below ___
Other foreign productS......cccvveeeecerecerncneananns RN .. Above ___ Equivalent _X elow

Comment.--U.S. imports of frozen, boneless high-quality beef from GSP sources are primarily
specialty items believed to be sold in specialty retail shops. Imports of such products from
Guatemala, the Dominican Republic, and El Salvador, which accounted for all imports from GSP
eligible countries in 1989, were eligible for duty-free entry under the CBERA and should not be
affected by a change in GSP status. The expected imports from Hungary would likely be of quality
and cuts similar to those of the domestic producers.
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0203.22.10
Frozen, Processed Hams and shoulders?®
1. Introduction
_X_Addition to GSP  ___ Removal from GSP Competitive-need-limit waiver
Article Probable
col. 1 produced in effects
rate of the United on U.S.
HTS duty States on imports/
subheadings Short description (1/1/90) Jan. 3, 19852 production
Percent
ad_valorem
0203.22.10 Frozen, bone in, processed hams,
shoulders, and cuts thereof 1.2% AVE Yes falaled
0203.29.20 Frozen, boneless, processed hams
shoulders and cuts thereof and other
frozen processed pork cuts 1.4% AVE Yes falaled

Description and uses.--Included herein are frozen processed hams, shoulders and cuts thereof,
whether or not boned, and all other frozen, processed pork, except carcasses and half-carcasses.
The term processed as used here covers meats which have been ground or comminuted, diced or cut into
sizes for stew meat or similar uses, rolled and skewered, or specially processed into fancy cuts,
special shapes, or otherwise made ready for particular uses by the retail customer.

I1. U.S. market profile

Profile of U.S. industry and market, 1985-891

Percentage

change,

1988 _over
Item 1985 1986 1987 1988 1985% 1989
Producers (number)......... veees **11 %11 *10 *%x105 **-3 **x10
Employment (1,000 employees).... *x (%) *x (%) **(7) *x (%) **Q *x (%)
shipments (1,000 dollars)....... *%122,102 **84,738  **79,4k4  **147,332 falal-) **154,238
Fxports“ﬂ,ooo dollars)......... 4,338 3,901 14,041 26,262 82 63,09
Imports’ (1,000 dollars)........ *x1 000 **1,000 =*1, 000 *%x1 000 **- 1,295
Consumption (1,000 dollars)..... *%118,764 **81,837 **66,403 **122,090 *xq **92,439
Import-to-consumption ratio

(percent).....cooeeeeneecensns *xq folad **2 *xq - *®q

Capacity utilization (percent).. **85 **80 **80 **85 - **85

lrrade data for 1985-1988 were converted from the TSUSA import statistics and Schedule B export
statistics to the HTS. Because of the fundamental difference between the HTS classification system
and tt;e T?ggg/Schedule B, trade data for 1985-1988 may not be directly comparable with HTS trade

ta for .
g?h"ns figure represents the average annual rate of change during 1985-1988.
3less than 500 equivalent full-time employees. Because production is not dedicated to a frozen
groduct, employment figures are prorated from nonfrozen production.

Data for 1985-88 are estimated by the staff of the U.S. International Trade Commission.

l1his digest includes the following HTS subheadings: 0203.22.10 and 0203.29.20.
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V. Position of interested parties

Petitioner.--The petitioner, the Company for Livestock Trade and Meat Processing of County
“Heves" and their subsidiary and joint companies, through the government of the Republic of Hungary,
has stated that the extension of GSP status for frozen, boneless high-quality beef cuts would make
possible the increase of export prices in Hungary. Such an increase in prices is an important
component of generating higher export earnings at both the company and national level.
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VI. Summary of probable economic effects--Addition
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Comment.--Domestic production of frozen processed hams and shoulders and other cuts is a
function of demand for fresh, chilled processed hams and shoulders and the price and availability of
other high quality meat cuts. Although domestic production of red meats has declined in recent
years as a result of health concerns, pork production rose 5 percent during 1985-89, rising from
14.7 billion pounds in 1985 to 15.4 billion pounds in 1989. The downward trend in frozen production
from 1985-87 is largely the result of increased demand and higher prices for nonfrozen product
resulting in declining incentive to stockpile the product frozen.

III. GSP import situation, 1989

Comment.--There were no imports of frozen processed hams, shoulders and cuts thereof, whether
or not boned, from GSP sources in 1989, nor is it believed that there were any such imports during
1985-88. U.S. pork production facilities are highly efficient compared with other world producers,
therefore, imports, particularly of higher cost frozen products, generally are only a minor factor
except in specific markets, such as the canned hams market.

IV. Competitiveness profiles, GSP suppliers
Competitiveness indicators for the Republic of Hungary for all digest products

Ranking as a U.S. import supplier, 1989.......ccviiiiiiinnnrnnnnnnnnnnnnn. 4&_
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?........... ceeo. Yes X No __
What is the price elasticity of U.S. demand?......ccovvvvrnnnninnnenn. High _X_ Moderate __ Low __
Can production in the country be easily expanded or contracted
in the short term?........ccciviiiiiiinnnnnnnnn. Ceetecretaiaseratetaaneaan ceeedae Yes _X_ No __
Does the country have significant export markets besides the
United StateS?. .. ..iiiiiiiiiietiiieeitetenearenneneeesensasseennnansocennnssennns Yes _X_ No __
Could exports from the country be readily redistributed among
its foreign export markets?.................. N Ceeereeriaeanas eeenes Yes _X_ No __
What is the price elasticity of import supply?.......coovuuuunn.. .... High _ Moderate _X Low __
Price level compared with--
U.S. products........... Cetieteeeeeieatetaanan Ceedtssetarteaanan Above ___ Equivalent ﬂ Below __
Other foreign products......... Cericseanneenn eeeieenieenaens ... Above __ Equivalent _X Below __
Quality compared with--
U.S. products........... Ceeeeeees Ceeeeinaees ereeeeaes [, Above ___ Equivalent _X_Below __
Other foreign Products......civiiiiieeinrnneenneeennenns N Above ___ Equivalent _X_ Below __

Mhere were no imports of the digest products from the Republic of Hungary in 1989.

2There is no pricing information available as such products have not been exported to the United
States. However, the staff of the Cormission believes that the products may be priced to be
competitive with other imports from Canada and Denmark if exported to this market in_1991.

Comment. --Although the United States did not import such products from Hungary in 1989, the
quality of the products meet the requirements of the EEC. The petitioners have initiated with the
U.S. Department of Agriculture the inspection of pig slaughterhouses, with adequate cold-storage
facilities.
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Competitiveness indicators for all GSP countries and for all digest products
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?..........cenen Yes X No ___
what is the price elasticity of U.S. demand?............. esesaenes High _X_ Moderate ___ Low ___
Can production in the country be easily expanded or contracted
in the short term?........ eeeeesaeannn W eeteerencesesiesaseenansaaannes veeesenes Yes X No ___
Does the country have significant export markets besides the
United States?..... eetescecascsnsenaane eeeeensccesnansanans Cheseesaeanns veeee. Yes X No ___
Could exports from the country be readily redistributed among
its foreign export markets?......cccevvenecaenns eeeaene teeesstecseasasecasescss Yes X No ___
what is the price elasticity of import supply?..... eeeeesaeeens .... High __ Moderate X Llow ___
Price level compared with--
U.S. products......cceeee etesssesaanes feeeesisessnnnnnn Above_Equivalent_(i)_Belcw_
Other foreign products........ et iieiaiieeeeereiesaesse... Above ___ Equivalent _X_Below __
Quality compared with--
U.S. productS......ccvuene Ceetescessssssasesasneonsons vee..s... Above ___ Equivalent _X Below ___
Other foreign products..........ccceeeeenneennns feeneessesaeans Above ___ Equivalent _X_Below ___

1v'l’her'e is no pricing information available as such products have not been exported from GSP-
eligible countries to the United States. However, the staff of the Commission believes that the
products may be priced to be competitive with other imports from Canada and Denmark if exported to
this market in 1991.

Comment.--Although the United States did not import such products from GSP-eligible countries
in 1989, the products are available in Eastern Europe. Such products meet the requirements of the
EEC. The petitioners have initiated with the U.S. Department of Agriculture the inspection of pig
slaughterhouses in Hungary, with adequate cold-storage facilities.

V. Position of interested parties

Petitioner.--The petitioner, the Company for Livestock Trade and Meat Processing of County
“Heves® and their subsidiary and joint companies, through the government of the Republic of Hungary,
has stated that the extension of GSP status for frozen processed hams, shoulders and cuts thereof,
whether or not boned would make possible the increase of export prices in Hungary. The petitioner
states that such an increase in prices is an important component of generating higher export
earnings at both the company and national level.
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VI. Summary of probable economic effects--Addition
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Table I. 02032210
Digest Title: Frozen, processed hams and shoulders
U.S. imports for consumption, principal sources, 1985-89
Source 1985 1986 1987 1988 1989
Value (1,000 dollars}
Canada....ccoccee 0 (1] 0 0 656
DenmarK....ccoce0e 0 0 0 0 606
Sweden....cccce0e 0 0 0 0 34
Total.......c.. 0 0 0 1] 1,295
GSP Total 1/.. 0 0 0 1] 0
GSP+¢ 1/...... 0 1] 0 1] 0
N Percent
Canada...cocccvee .0 .0 .0 .0 50.6
Denmark...ccce00e .0 .0 .0 .0 46.8
Sweden.....ccc00ee .0 .0 -0 -0 2.6
Total..ecvecens .0 .0 -0 .0 100.0
GSP Total 1/.. .0 .0 -0 .0 .0
GSP+% 1/...... .0 .0 .0 .0 .0

1/ These data include imports from Chile and Paraguay. However, imports from
these countries are currently ineligible for GSP duty-free treatment.

Note.--Because of rounding, figures may not add to the totals shown.

Source: Estimated from official statistics of the U.S. Department of Commerce.
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Table II. 02032210
Digest Title: Frozen, processed hams and shoulders
U.S. exports of domestic merchandise, by principal markets, 1985-89
Market 1985 1986 1987 1988 1989
Value (1,000 dollars)
Japan.....coeenee 620 928 8,461 20,680 55,538
Canada......c000e 995 227 100 215 1,639
Mexico....cc00.n. 508 181 3,011 2,907 1,564
Sweden........... 148 99 87 33 1,377
Bahamas.......... 794 433 259 198 939
Netherlands Ant.. [} 0 0 76 432
Hong Kong........ 87 84 118 120 311
Dominican Rep.... 2 [ 8 0 266
Korea.....coevvwe 31 2 11 61 140
Singapore........ 30 9 15 32 107
F St Micronesia.. 0 [} 6 13 97
New Caledonia.... 0 0 [} 0 65
Philippines...... 0 0 [¢) 2 6%
Br Virgin Is.... 0 0 0 3 52
Aruba........c... 31 48 227 90 52
All other........ 1,093 1,883 1,739 1,812 453
Total.......... ‘0)33§7 3,901 16,041 26,2642 63,094
GSP Total 2/.. 2,170 1,414 4,232 3,769 3,808
GSP+% 2/...... 2,318 1,709 4,499 4,035 4,403
Percent
JaPaAN.cetsevrnnnns 14.3 23.8 60.3 78.8 88.0
Canada.....co0eee 22.9 5.8 .7 .8 2.6
Mexico..vevereen. 11.7 4.6 21.4 11.1 2.5
Sweden........... 3.4 2.5 .6 .1 2.2
Bahamas.......... 18.3 11.1 1.8 .8 1.5
Netherlands Ant.. .0 .0 .0 .3 .7
Hong Kong........ 2.0 2.2 .8 .5 .5
Dominican Rep.... .1 .2 .1 .0 G
Korea....vooneene .7 .1 .1 .2 .2
Singapore........ .7 .2 .1 .1 .2
F St Micronesia.. .0 .0 1/ p V4 .2
New Caledonia.... .0 .0 .0 .0 .1
Philippines...... .0 .0 .0 17 . .1
Br Virgin Is.... .0 .0 .0 1/ .1
Aruba............ .7 1.2 1.6 .3 .1
All other........ 25.2 _48.3 12.6 6.9 .7
Total....ocvune 100.0 100.0 100.0 100.0 100.0
GSP Total 2/.. 50.0 36.2 30.1 14.4 6.0
GSP+4¢ 2/...... 53.4 43.8 32.0 15.4 7.0

1/ Less than $500 or less than 0.1 percent.
2/ These data include exports to Chile and Paraguay. However, imports from
these countries are currently ineligible for GSP duty-free treatment.

Note.--Because of rounding, figures may not add to the totals shown.

Source: Estimated from official statistics of the U.S. Department of Commerce.
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Y Digest No.

0403.90.80(pt)*
Chongos
1. Introduction
_X_ Addition to GSP ___ Removal from GSP ___ Competitive-need-limit waiver
Article Probable
Col. 1 produced in effects
rate of the United on U.S.
HTS 2 duty States on imports/
subheading Short description (1/1/90) Jan. 3, 1985 production
Percen '
ad valorem
0403.90.80(pt) Chongos 10% No *kk

1t:hmgos were not produced in the United States on Jan. 3, 1985.

Description and uses.—Chongos are a candy-type product made from fermented milk and sugar.
. .The product is reported to be from cream to amber in color with a characteristic smell, flavor, and
consistency. It is packaged in cans. Chongos are consumed as a dessert.

1***
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II. U.S. market profile
There are no U.S. production, imports, or exports of chongos.

II11. GSP import situation, 1989
There are no U.S. imports of Chongos.
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0403.90.80(pt)
IV. Competitiveness profiles, GSP suppliers’
Competitiveness indicators for GSP countries and for all digest products
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?...... ereens ... Yes ___ No _X
What is the pr1ce elasticity of U.S. demand?........ccovveerennennnns High ___ Moderate _X_ Low
Can production in the country be easily expanded or contracted
in the short term?. ... ..eiuiieiiiiieeeesesnscsantecannnenannss cecrecentnens ceeeinens Yes X_ No __
Does the country have significant export markets besides the
United SLateS?...uuueerertereenuuennaeassessasnnassassssssssessccssonnnsnnsnannas Yes X No __
Could exports from the country be readl ly redlstrlbuted among
jts foreign export markets?.....uveiiiiaeetiiieeienencnnncensescnasseaanaasans Yes X No __
What is the price elasticity of import supply?.................. «.... High ___ Moderate _X_ Low __
Price level compared with—
U.S. ProductS..cceaeeeecnneenncennnns eteeeseenees etenreaenane Above ___ Equivalent ___ Below
Other foreign Products.......coviiiiienneeeeeensnnnnnannososses . Above ___ Equivalent ___ Below °_
Quality compared with—
U.S. products....ccveeeenns Ceetetereeaccastcasteetsansentatannns . Above ___ Equivalent ___ Below
Other foreign products....... Ceeeeaees Ceeeeaeens eeeeieen ...... Above ___ Equivalent ___ Below Z

lThere is no U.S. production of Chongos.
Zpexico is the only producer of Chongos.
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V. Position of interested parties

Petitioner. —The Government of Mexico (GOM) has requested that Chongos provided for under HTS
subheading 0403.90.80(pt) be added to the list of articles eligible for duty-free treatment under
the GSP. The GOM has stated that granting such a request "would greatly benefit Mexico's economy
through increases in production and exports, and creation of jobs, as well as generating foreign
exchange which will contribute to support Mexico's efforts to comply with its international
financial commitments."

The petitioner is Dulces Regionales Tres Reyes, Juarez Pte 39, Zamora Michoacan, Mexico. The
legal representative is Fernando Rizo Valdez. The petitioner states that Chongos are produced only
in Mexico. He requested a separate HTS subheading for Chongos, such products to be eligible for
duty-free treatment. The main market for Chongos in the United States is the Hispanic population.
If GSP status is granted, the petitioner claims that foreign exchange could be generated and more
jobs could be created outside of Mexico City. He also states that, if GSP is granted, Chongos would
not be competitive with U.S.-produced products because Chongos are not produced in the United
States.
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VI. Summary of probable economic effects—Addition
x ] ] *® t 4 *® *
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0406.90.3040
Goya cheese, in original loaves
I. Introduction
_X_ Addition to GSP __ Removal from GSP ___ Competitive-need-limit waiver
Article Probable

Col. 1 produced in effects

rate of the United on U.S.
HTS duty States on imports/
subheading Short description (1/1/90) Jan. 3, 19857  production

Percent

ad valorem
0406.90.3040 Goya cheese, in original loaves 25% No falalal

Description and uses.—Goya is a hard cheese usually made from cow's milk. In the United
States Goya cheese is used mostly for grating and consumed in well-seasoned Italian-type foods such
as pasta.

I1I. U.S. market [:gr'ofile1

Profile of U.S. industry and market, 1985-89%

Percentage
change,
1988 over
Item 1985 1986 1987 1988 19853 1989
Producers (number)..............
Employment (1,000 employees)....
Shipments (1,000 dollars).......
Exports (1,000 dollars).........
Imports (1,000 dollars)..... ee.. 185 449 m 1,927 14.7 2,915
Consumption (1,000 dollars)..... 185 449 71 1,927 14.7 2,915
Import-to—consumption ratio
(percent)...cooeeeeeeennnnnnes 100 100 100 100 - 100

Capacity utilization (percent)..

Yhere is no U.S. production of Goya cheese.

21rade data for 1985-1988 were converted from the TSUSA import statistics and Schedule B export
statistics to the HTS. Because of the fundamental difference between the HTS classification system
and the TSUSA/Schedule B, trade data for 1985-1988 may not be directly comparable with HTS trade
ata for 1989. .

gThis figure represents the average annual rate of change during 1985-1988.

Comment.—U.S. imports of Goya cheese, not in original loaves, are subject to a section 22
quota as provided for in HTS subheading 9904.10.45. Imports of such cheese in original loaves, the
product included in the petition, are quota-free. There has been no U.S. production of Goya cheese
for many years. Like imports of Goya cheese, a variety of other domestically produced, as well as
imported, cheeses (e.g. hard Italian-type cheeses) are used for grating. Imports of most cheese
made from cow's milk, whether or not used for grating, are subject to quotas.
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III. GSP import situation, 1989
U.S. imports and share of U.S. consumption, 1989

Percent Percent Percent
of total of GSP of U.S.
Item Imports imports imports consumption
1,000
dollars
=] <- 1 S 2,915 100 - 100
Imports from GSP countries:
<3 - 1 S 1,34 46 100 46
Hungary........ ereensiaeeeans 749 26 56 26
Argenting.....coevveeeenaaaeanns 538 18 40 18
UrUQUaY..eoceenereeonnencnnnnns 54 2 4 2

Note.—Because of rounding, figures may not add to the total shown.

Comment.—U.S. production and exports of Goya cheese are nil. Imports of such cheese in
original loaves (HTS subheading 0406.90.3040) are not subject to a section 22 quota; imports not in
original loaves (HTS subheading 0406.90.3020) are subject to the quota.
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0406.90.3040
IV. Competitiveness profiles, GSP suppliers®
Competitiveness indicators for Hungary for all digest products
Ranking as a U.S. import supplier, 1989......... feteeseeceanaas teseseseces 2
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?............ e... Yes _X_ No __
what is the pru:e elasticity of U.S. demand?........c00uets vesesessss High _X Moderate ___ Low __
Can production in the country be easuly expanded or contracted
in the short term?. ... ciiiiitiiieinieecervaceconcaonscssscscsnnane teesecsssecses Yes ___ No X_
Does the country have significant export markets besides the
United States?....covvieeecrsreccscsenascasoscsasnonas Ceteassenesesenens cesessess Yes X No __
Could exports from the country be readily redlstrlbuted among
its foreign export markets?..........ccoieuuiiinniiiiiiieniinniinietnieaann. eeeess Yes X No __
what is the price elast1c1ty of Import supply?........ ceeeeessesssse. High _X Moderate ____ Low
Price level compared with—
U.S. products....c.oeveennns Precesans Ciereaenns cheseesees «ee.... Above ____ Equivalent ___ Below __
Other foreign products...... Ceerereseeens ernenaas Ceecesecasacns Above ___ Equivalent ___ Below X_
Quality compared with—
U.S. products......... ereeeds Cieeeteacsesseescssessnssessssssss ADOve ___ Equivalent ___ Below __
Other foreign products......... Crreeeaes cresescsases ceececaess.. Above ___ Equivalent ____ Below X_
Competitiveness indicators for Argentina for all digest products
Ranking as a U.S. import supplier, 1989......... ceeeesnaanan D -
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?............... Yes _X_ No
What is the price elasticity of U.S. demand?................ veessss. High _X_Moderate ___ Low
Can production in the country be easily expanded or contracted in
the short term?.......... Ceseeetecectattatsesetesetntsnncnnans [ veeeesses Yes X No
Does the country have significant export markets beswes the
United States?......ccvvveveinreescnesacannnnns teeiessestscecaanennns ceersenes ... Yes _X_No
Could exports from the country be readily redistributed among
its foreign export markets?....viiiieiaiinnnn Checessetsstecasntetassetssoasasans Yes X No ___
What is the price elasticity of import supply?........ ceteeenessnans Htgh X Moderate ___ Low ___
Price level compared with—
U.S. products.......... e etteteseteetatetiatasettarestannanas .. Above ___ Equivalent ___ Below ___
Other foreign productS......cceeveeeveeecccccanes cereaees eeee... Above ____ Equivalent __ Below _X_
Quality compared with—
U.S. productS.....civvevennnnnns Ceeteesretasaenans eceesseine .. Above ___ Equivalent ___ Below ___
Other foreign products.......... e Chetreneaeane weeeene..... Above ___ Equivalent ___ Below _X

here is no U.S. production.
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IV. Competitiveness profiles, GSP suggliersl—Continued
Competitiveness indicators for all GSP countries and for all digest products
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?....... RN Yes _X_ No __
What is the price elasticity of U.S. demand?.......ccvveveennnnnnns ... High _X_ Moderate — Llow __
Can production in the country be easily expanded or contracted
in the short term?..... Ceeeiieenaas Cetereattetatietentansneneaaas Cerereerinees ... Yes X No __
Does the country have significant export markets besides the
United States?..... Geeseeseienasceeseessesnestsactisnettaretrtsntastsacnne veseee. Yes X No __
Could exports from the country be readily red1str1buted among
its foreign export MarketsS?. .uuveveeeereneenereceesneeceanennnnnns erestateanens . Yes X No __
What is the price elasticity of import supply?..... Ceeeseseteianenans High X Moderate ___ Low __
Price level compared with—
UeS. PrOdUCES .t ittt iiniiereineeneneneosenennesonsenancasnnnnnns Above ___ Equivalent ___ Below __
Other foreign products.......... e eereseeseatertctesenatasnnnas Above ____ Equivalent ___ Below _X
Quality compared with—
U.S. products....cccoevuunns Ceeteeierieeiaeas N ceess... Above ___ Equivalent ___ Below __
Other foreign ProduCtS....c.ceveeeniieeneeennenennnn cecesssseess.. Above __ Equivalent ___ Below _X

Yhere is no U.S. production.
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V. Position of interested parties

Petitioner.—The petitioner is Charles L. Kantner, President, Duna Cheese Company, Wapakoneta,
ohio. The petitioner, an importer-distributor of several dairy products, points out that virtually
all imports of cheese made from cow's milk are subject to section 22 quotas and that the quotas are
fully utilized. He claims that the only manner in which an importer of cheese can expand his
business is by finding ways to import products not included in the quotas. Goya cheese, in original
loaves, is a cheese made from cow's milk that is not subject to the quotas. However, such cheese
from Hungary is subject to a rate of duty of 25 percent ad valorem. The petitioner characterizes
this rate of duty as unrealistic. He claims that granting GSP status to the cheese, or making it
duty-free, will not only benefit the growth of the Duna Cheese Company, but will also allow the
company to pay the Hungarians more for the cheese and keep them competitive in the marketplace.
Also, he asserts that such action will assist a developing country which is struggling to become a
democratic nation.

Opposition.—In a written statement, Bernard A. Trugman, President, Trugman-Nash, Inc., 90 West
Street New York, NY urged that the petition be rejected. Trugman-Nash imports Goya cheese from
Australia, a country not eligible for GSP status. In expressing its opposition to the petition,
Trugman-Nash points out that the rate of duty on Hungarian Goya cheese was 35 percent ad valorem
until November 1989, as opposed to 25 percent ad valorem for other countries that exported Goya
cheese to the United States. In 1988, Trugman-Nash continued, Hungary exported 537 Metric tons of
the cheese to the United States (at the 35 percent rate of duty) and in 1989, 680 metric tons. When
the rate of duty on imports of such from cheese Hungary was reduced to 25 percent ad valorem
(November 1989) exports to the United States continued to increase. Trugman-Nash calculates that in
1990, such exports to the United States will show an annualized increase of 22 percent. The company
concludes that, obviously, Hungary is perfectly capable of competing at the present rate of duty.

Trugman-Nash reminded the Commission that imports of most cheeses made from cow's milk are under
section 22 quotas in order to protect the American dairy farmers. Imports of Goya cheese (not under
quotas) have a large potential to displace dairy products if the price is low enough, the company
contends. If the petition is approved, the company cautions that large increases in U.S. imports of
Goya cheese can be expected from Hungary, as well as from other GSP eligible countries such as
Argentina and Uruguay. These imports would be at the expense of the domestic industry and purchases
of milk—-derived products under the price-support program for milk, Trugman—Nash concludes.

In testimony presented at the hearing, Mr. Trugman pointed out that the petition indicates that
if GSP is granted for Goya cheese, Hungary will be able to produce an additional 50,000 to 100,000
MT of the cheese. Mr. Trugman presumes that this cheese will come to the U.S. market. He further
characterized the effect of the increase in imports resulting from the granting of GSP (zero duty)
as devastating to the domestic industry as domestic hard Italian-type, cheeses will be unable to
compete with even more inexpensive imports. Mr. Trugman stated that once the duty on imported Goya
is dropped to zero, the price difference between the imported and domestic cheese will be so great
that cheese processors will change their formulas to favor the imports. Mr. Trugman testified that
the only way for the U.S. Government to completely reverse such a mistake, shoutd it be made, would
be to hold a section 22 hearing and put Goya under section quota. According to Mr. Trugman, such
action would be difficult to justify at a time when the United States Trade Representative is
negotiating for more free trade, fewer non-tariff parriers, and a level playing field. This whole
matter would put the United States in an embarrassing and difficult position, he claimed. Mr.
Trugman believes that the problems mentioned above are unnecessary and avoidable. He again urged
that the petition be rejected.
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Table I. 0406903040
Digest Title: Goya cheese, in original loaves
U.S. imports for consumption, principal sources, 1985-89
Source 1986 1987 1989
Value (1,000 dollars)
Australia........ 11 200 210 704 1,508
Hungary....ceee.. 0 96 223 852 749
Argentina........ 175 153 0 369 538
Netherlands...... 0 0 15 0 66
Uruguay....ceeeee ] 0 240 303 54
Soviet Union..... 0 0 11 ] 0
Angola....ccc0c0. 1] [s] 11 0 ]
Total....oecnee 185 449 711 1,927 2,915
GSP Total 1/.. 175 153 251 671 592
GSP+4 1/...... 175 153 251 671 592
Percent
Australia........ 5.7 4%.5 29.6 26.5 51.7
Hungary...ceeeeee .0 21.4 31.4 28.6 25.7
Argentina........ 9.3 3.1 .0 19.1 18.5
Netherlands...... .0 .0 2.1 .0 2.3
Uruguay....ceoeeee .0 .0 33.8 15.7 1.8
Soviet Union..... .0 .0 1.5 .0 .0
Angola.....oeee0e .0 .0 1.6 .0 .0
Total.......... 100.0 100.0 100.0 100.0 100.0
GSP Total 1/.. 94.3 24.1 35.3 34.8 20.3
GSP+4 1/...... 94.3 34.1 35.3 24.8 20.3

1/ These data include imports from Chile and Paraguay. However, imports from
these countries are currently ineligible for GSP duty free treatment.

Note.--Because of rounding, figures may not add to the totals shown.

Source: Estimated from official statistics of the U.S. Department of Commerce.
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Yellow (Solano) Potatoes, Fresh or Chilled

1. Introduction

_x_ Addition to GSP  ___ Removal from GSP  ___ Competitive-need-limit waiver
Article Probable
Col. 1 produced in effects
rate of the United on U.S.
HTS duty States on imports/
subheadings Short description (1/1/90) Jan. 3, 19857 production
Percent
ad _valorem

0701.90.00(pt)® Yellow solano potatoes, fresh or
chilled 2.3% AVE ves? xxx

TIncludes HTS subheadings 0701.90.0020(pt) and 0701.90.0040(pt).
2y.s. production of this item is likely to be very small and not intended for commercial use.

Description and uses.--The Solano or “creole" potato is a yellow-fleshed potato with a
different texture than most varieties. They can be steamed, boiled, fried, or pureed as a sidedish
or used in the preparation of certain South American dishes.

11. U.S. market profile

Profile of U.S. industry and market, 1985-89*

Percentage
change,
1988 over
Item 1985 1986 1987 1988 19852 1989
Producers (NUMDEr).............. 68 A * &) &) &)
Employment (1,000 employees).... (%) 53 ) ) e A
shipments (1,000 dollars)....... &) &) A &) &) &)
Exports (1,000 dollars)& ........ *0 *0 *0 *0 *- *Q
Imports (1,000 dotlars)”........ *Q *0 *0 *3 *- *11
Consumption (1,000 dollars)..... 3 A &) ) &) &)
Import-to-consumption ratio
n‘(,:ercent)...l.’?? ............... A &) &0 A &) A
capacity utilization (percent).. (%) &) &) &) &) &)

lirade data for 1985-1988 were converted from the TSUSA import statistics and Schedule B export

statistics to the HTS. Because of the fundamental difference between the HTS classification system

and the TSUSA/Schedule B, trade data for 1985-1988 may not be directly comparable with HTS trade
ata for 1989.

gThis figure represents the average annual rate of change during 1985-1988.

3Not avai lable.

Imports are estimates by the staff of the U.S. International Trade Commission, based on imports

from Colombia, Peru, and Ecuador, as classified under HTS subheadings 0701.90.0020 and 0701.90.0040.
Data may include potatoes other digest products; therefore, estimates may be slightly overstated.
Total imports under these subheadings were $31.9 million in 1989.
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Comment.--There are no data on U.S. production of yellow solano potatoes. According to the
petitioner, this potato is grown only in the Andean region of South America. Although it is
possible that some limited U.S. production of this variety exists, it is likely to be very small and
not intended for wide-scale commercial use.

Imports of fresh or chilled solano potatoes would be classified under either HTS subheading
0701.90.0020 (in immediate containers not over 45 kg net weight) or HTS subheading 0701.90.0040
(all other container sizes). These potatoes would represent a very small share of imports under
these subheadings and would likely come from Colombia, Peru, and Ecuador, which have been identified
by the petitioner as the only producers of the solano potato. In 1989, U.S. imports from these
countries, as classsified under HTS subheadings 0701.90.0020 and 0701.90.0040, totaled $11,000.
Peru, in fact, accounted for all such imports.

III. GSP import situation, 1989

U.S. imports and share of U.S. consumption, 1989

Percent Percent Percent
of total of GSP of U.S.
Item Imports imports imports consumption
1,000
dollars
1015 P *11 100 - )
Imports from GSP countries:
Total........ e e 1 *100 *100 h
PEIU. . nennneeneeeenn *11 *100 *100 &
Colombia.......... ceeeiiienes 0 0 0 0

Note.--Because of rounding, figures may not add to the totals shown.
INot available.

Comment.--Imports are based on trade data for HTS subheadings 0701.90.0020 and 0701.90.0040
from the three known producers of solano potatoes--Peru, Colombia, and Ecuador. Among these three
countries, the United States received shipments from Peru only in 1989. In 1988, the United States
received an estimated $3,000 in shipments from Colombia, but $0 from Peru. Although these imports
could include other types of potatoes, it is assumed that the shipments from Peru, Colombia, and
Ecuador are solano potatoes when classified under these HTS subheadings.
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IV. Competitiveness profiles, GSP suppliers
Competitiveness indicators for Peru for all digest products
Ranking as a U.S. import supplier, 198%......ciiiterieernneeenneesncasnvonnnnns 1
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?................ Yes _x_ No __
what is the price elasticity of U.S. demand?...........cciviiveninnns High _x_ Moderate ___ Low __
Can production in the countr'y be easily expanded or contracted
in the short term?. . ... ... ittt iiiitiieeeseteenesesesconneronnanns Yes x_ No __
Does the country have significant export markets besides the
United States?. . .vuuit it iiiiietereteeteerossososasasosssosennsssonesssnsasonns Yes x_ No __
Could exports from the country be readily redistributed among
its foreign export MANKEES .ttt trieeeneseronsannesenssoosnossassasncassnsasanns Yes x_No __
what is the price elasticity of import supply?.....ccivveerennereanss High _x_Moderate Low __
Price level comgared with--
U.S. ProdUCES . iveeeereeereereseesasoocsssnsssssnssoscasanesses Above ___ Equivalent ___ Below __
Other foreign products .......... eeeeeeseeane eeieesecseeaenenns Above ___ Equivalent ____ Below __
Quality compared with-- .
U.S. products™.....c.ceevnennns veesecannans Ceseeescaseesetananns Above ___ Equivalent ___ Below __
Other foreign pr‘oduc:ts1 .................. cheettsaenasnes eeeee... Above ___ Equivalent ___ Below __

Inot avai lable.

Comment.--In 1989, U.S. imports.from Peru were *$11,000, as classified under HTS subheading
0701.90.00(pt). The bulk of these shipments are assumed to be yellow solano potatoes.
As one of only a small number of countries producing the solano potato, Peru is assumed to be a
competitive producer of such potatoes. Although these potatoes are unique in color, taste, and

texture, in the long run they are substitutable with other potatoes and are price elastic in terms
of demand and supply.

Competitiveness indicators for Colombia for all digest products

Ranking as a U.S. import supplier, 1989......ccciiiievenneren eeeeas cereenen 2
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?......cceeveennn Yes _x_ No __
wWhat is the price elasticity of U.S. demand?..........cccvvuvenns e High _x Moderate Low __
Can production in the country be easily expanded or contracted
in the short term?........ciiiiiiiiieernneannnnes Cetesierenteanann eereen ceesees. Yes X No __
Does the country have significant export markets besides the
United StateS?. .. uiiiiiiiiiennieroeeeeneearonsasosaesosscsssesoanasn<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>